Decision No. 2410QN

BZFORE TEE RAILROAD COMMISSION OF TEE STATE (OF CALIFCENIA

In the Matter of the Application of)
SOUTH COAST GAS CCOMPANY, )

& corporation, to purchase the gas )

works kunown as Elsinore Gas Works, )

from Thomas T. Porteous, Teceiver )

for Samual E. Gunder and Agnes )

Gunder; for a certificete of pub- )

lic convenience and necessity; ZLor)

a permuit 0 exercise franchise ) Applicetion No. 15450,

rights, exnd for & permit to sell )

stock. The application for e )

permit to purchase sald Elsinore )

Gas Torks is joine& in by Samuel H.)

Gunder and Agpes Guader and by )

m™homes T. Portecus, receiver ap= )

poinved by the Superior Court of )

the State of Califorzia, in ané Zor)

the county of Riverside, for said )

Samuel H. and Agnes Guader. )

George L. nampton, associated with
e Cua X nnedy, for South Coast Gas

Comnany,

Tred L. Hemblin, for Thomes T. Porteous,
receiver for Samuel H. Gunder and
Agnes Gunder, interested partles;

Necidoo, NEbleﬁt, O*Connoxr and Clegett,
by B. E. Mitchell, for Mrs. Lgnes Gunder,
invorested party;

woodrufs, Musick, Pinney & Eeartke,

by C. E. Fartke, for Samuel H. Guunder,
interested perty.

2Y THE COMMISSION:

QPINION

The Commission i1s asked in this proceeding to enter

its orxder (1) permitting Samuel E. Guader, Agnes Gunder and Thomas

7. Porteous, hereinafter referred to as the sellers, to sell, and




Soutk Coast Gas Compeny, hereinefter referred To as the purchaser,
to purchese for §93,000.00 cesh the ges works and distributing
system siFuated in <tke City of ZIlsinore, Riverside Couniy, known
&s the Zlsinore Gas Woxks; (2) authorizing the purchaser %o issue
$96,000.00 per velue of its common capifal stock and sell the

seme to the Americen States Pudlic Service Company at par for cash;
end (3) grantizg the South Coest Gas Company & certificate of

pudlic coavenicnce ond recessity snd permission %o exercise fran-
chise rights.
It i3 of record (Exhibit No. 1) that the Superior

Court of the State of Californie 1in and for the County of Riverside

by its order of Januery 18, 1928, appointed Thomes T. Porteous

roceiver and authorized and empowered him %o take possession of all

the following descrived recl and personel property:-

"i1l thet certain real property situated.
in the City of Zlsinore, County of Riverside, State
grlgalirornia, end more perticularly desceridbed as

ollows:- ‘

Lots 2, 4, 6, 8, 10, 12, 14, 16, 18, 20,
22, 24, 11, 13, 15 and 17, all in 3lock 82 of
Blsinore as per Map of Eeald's Resubdivision re~
corded in the office o2 the County Recorder of
Sen Diego County ir Boek 8 of leps at page 378 thereof.

Thet certain public utility situcted in the
City of Zlsinore known as vhe Elsinore Ges Plant and
located oz the above descrided property, together with
ell mechinery, tools, ¥Trucks, service cars, automobiles
and equipment of whatsoever kind and cheracter includ-
ing the distriduting system In the streets, alleys and
by-weys of the City of Elsinore, Irsnchises, contracts,
rocords, <iles, books, ledgers, accounts, furaiture,
fixtures, assets, credits, bank accounts, =nd all other
eppurtenances thereunto belonging.

Thet certain franchise granted under and by
the terms of Ordinence No. 149 of the City of Elsinore
to Samuel Z. Gunder for the right to lay and maintain
ges pipes in the pudblic highweys Iin the City of Elsinore,
Riverside County, California, together with all xights
and privileges grented thereby, whick szid Ordinance
was gpproved on the Stk duy of July, 1923.




AlL bapk accounts, moneys, credits and deposits
standing in the name of the Elsinore Gas Works or in the
name of the sald defendent, Agnes Gunder, as the opera-
tor or manager of said plent.

A1)l bonds and securities received by the defen-
dent, Agnes Gunder, from the plaintiff, Samuel H. Gunder,
since the 29th dey of Mey, 1923.

All bonds, moneys and securities in the hands of
the defendent, Agnes Guander, her agents, trustees or
éepgesentatives, belonging to the pleintiff, Samuel H.

UDACY «

Any and all donds, stocks, moneys or securities
in The hends of the saild defendent, Agnes Gunder, her
agents, trustees or revresentatives, purchased or ac¢-
cuired from the proceeds of bonds, stocks, securities or
noneys irn any menner acquired by the said Agnes Gundexr
from the said plaintiflf, Sanuel Z. Gunder,

Together with ell other propexty involved in
this action including all bonds, notes, moneys and secu-
rities. To teke possession, manage.-and operete the
Elsinore Gas Plant, to receive rents, collect debts, com-
pound and compromise the seme, make transfers, to sue or
defend actions and to generally do such acts respecting
such property and properties as the Court mey authorize.”

On Jamuary 16, 1929 said court entered its order

(Exbidit 2) directing the receiver to sell for not less then

$90,000.00"the following described property:-.

"l.- Lots 2, &, 6, 8, 10, 12, 14, 16, 18, 20, 22, 24,

: 11, 13, 15, and 17, all in Block 82 of Elsinore
as per Mep of Heald's Resuddivision recorded in
the office of the Courity Recorder of San Diego
County in Book 8 of Maps at page 378 thereof;

That certain pudlic utility situated in the City
of Elsipore known &s the Elsinore Gas Plant and
located on the zbove descridbed property, together
with ell machinery, tools, trucks, service cars,
automobiles and equipment of whatsoever kind and
characteor including +he distributing cystem in
the streets, elleys zrd by-ways of the City of
Elsinore, Ifreanchises, contracts, records, files,
books, ledgers, furniture, IZixtures, assets,
¢redits, and all other property and appurtenances
thereunto bdbelonging;




3. = That certein Ifrenchise grented under and by the
terms of Ordinance No. 149 of the City of Elsinore
to Samuel H. Gunder for the right to ley and main-
taln gas pipes in the public highweys in the City
of Elsinore, Riverside County, California, together
with all rights and privileges grented therebny,
which said Ordirance wes approved on +the 9th day
of July, 1923, and all other eppurtenances there-
unto belonging excepting bank eaccounts snd accounts
receiveble,™

From Exhidit No. 3 it eppears that under dete of

Jamery 23, 1929 the receiver offered the vroperty for sale. His

offer contained & proviso thet any sale mede by him 1s subject to

the confirmetion of the court znd also subject to the approvel of
the Rallroad Comuisslon of the State of California.

The record shows that three bids were received for the
proverties; one Irom 7. B. Foshey Co. Zor 5$90,000.00 which bid was
not accompanied by e certified check; one from Southern Calilfornia
Gas Company for $90,101.00; ené one Irom South Coast Ges Company
ror $93,000.00. By its order of Tebdruary 18, 1929 (Exkibit 4)
the Superior Court of the State of California in and for the couﬁty
of Riverside confirmed the sale of the proverties known as ihe

Elsinore Gas Works *to South Coast Gas Cowpany.

In the applicatiorn now before the Commission the
Commission is aosked to approve the sele of the properties.
Ctunsel for +the South Coast Gas Company called as 2 witness lir.
T. M. Faude, comsulting engineer, who testified that in his opinion
the reproduction cost new of the properties which are the subject
matter of this application, was $129,957.00 and the reproduction

cost new less depreciation, £$118,378.00, Ee also testified that




in his opinion $93,000.00 isc not a fair and reasonedle price Zor
“he properties at thls time.
Quoting from the tronseript ~=-
Hempton: Now, do you comsidexr that the sux of $93,000.00

is a fair and reasonable price for thls
utilisy?

Faude: Xot &t the present vime.

ZEempton:  Why not?
Faoude: LY the preseat Time the compeny i1s faced with
waat I regard as ruinous competition in
Elsinore.
ampton: That is, by reason of the certificate that has
. been issued tTo the Southerz Californiz Gas
Company?
Yes, six.
whet do you mean by ruinous competition?

Toat i $93,000.00 is peid for these properiies,
vhe South Cosst Gas Company will be uneble %0
eexn & reasonable return upon that investment.

In view of the testimony offered by Sout:k Coast Gas
Company, C. Z. Zartke, appeering for Samuel E. Gunder, asked
John C. Rath, President of the compeny, if the sald compeny wanted
tae Commission %0 approve ithe sale. »r. Rath answered In the

Lirnative.

To ob%talin the money necessery to pey for the proper-
ties ($93,000.00) =nd expenses ($3,000.00) incident thereto, the
Soulk Coast Gas Compeny asks permission to issue and sell to the
smericen States Public Service Company $96,000.00 per value of
its common capitel stock.

J. Z. Spelce, an zssistent engineer for the Railroad

Commission, in Exkibit Seven estimates the historical coat of the




ProPerties of Zlsinore Gas works’ includinﬁ Present velue of land'

at £$80,141.0.. The acorued deprociation he sstimates at
£6,376.00 which, 12 deducted from the $80,141.01, leeves a balance
of $73,762.0L. These estimates include the cost of the
company's generating plent.’ Assunirg that the company were to
acguire and distribute natural gas, the historicsl cost of +%he
compeny's distridbuting system including present velue of lands is
estimated by J. Z. Spelce at $59,166.19. The accrued deprecie-
tion on this investment he estimates at 54,286.21 leaving a net
istorical cost of $54,879.78.

The Commission has not heretofore undertaken to fix
the price which a public wtility may pay Jor propertles. As &
matter of fact, 1t is douditful whether it has sufficient authority
to fix such price. The Commission, however, has unquestioned
authority over the amount of securities which a pudlic utility ney
issue <o finanée the purchase of proverties, over the utilities’
accoﬁnts and over its rates and services. It has repeatedlyu
held thet if purchasers of public utility properties sgree to pay
more for such vroperties than eappears reasoneble to the Commission,
the excess purchese price should be cherged to profit and loss
accounts rather than to fixed capital accounts.

We ere of the opinion theat the South Coast Gas
Company should be permitted to issue not exceeding $73,800.00 par
value of 1ts capital stock to acquire the proPertieé of the
Elsinore Gas Torks. The order herein will permit the sele of

the stock at not less than peor. The oxrder will mot prevent

the compeny from selling the stock at a premium which will net 1t




the amount whick 1tV has agreed to poy for the properties kmown as
the Zlsinore Gas Works. The South Coast Gas Compeny, however,
may not charge to fixed capitel account more vhen $80,141.0L,
whick 1s offset by accrued depreciation of $6,341.61 and by cepitel

stock of the par value of $73,800.00. The difference between

the $73,800.00 and the $96;OO0.00 referred to above, must de

cherged to Account 508, "Yiscellaneous Debits to Profit and Loss™
or written off by charging premiwx capitel stock in the event th;
s%ock is s0ld et & premium.

Applicent, South Coest Gas Coxpexy, asks for a pernit
€0 exercise franchise rigits and for & certificate of pudblic con-
venience and necessity. T™wo frenchises are involved irn this
proceeding; one franchise grented Yy Ordinence No. 149 of tke City
of Zlsinore, the othexr by Ordirance No. 179 of the 3oexrd of
Supervisors of Riverside County. The Commlssion has heretoflore
by Decision No. 14096, dated September 27, 1924, certified and
declared that public convenlence and necessity reguire the exercilse
by Semuel E. Gunder, doing dusiness under the Lirm neme of Elsinore
Gas Works, of %the rights and privileges granted under Ordinence No.
149 of the City of Elsinore. It does not seem necessery Vo us
that we again Iin this proceeding make & similar finding so fer as
Ordinance No. 149 I1s concerned. Ordinance No. 179 grants %o
Thomes T. Porteous a franchise and »rivilege for a period of
twenty~-rive years to lay, maintein and operate plpe lines eand
appurtenances, over, along and ecross all public roads, highweys,

streets and alleys within the County of Riverside, outside of

incorporated cities, together with the right to carry, transport,




convey, comduct, furnish znd distridbute gas for light, heat, power
and industrial purposes. The ordinence provides for the assign-
ment of the rights and privileges grante& theredby. XNo one
appeared in opposzition to tihe grenting of the certificate to exer-
¢ise the frenchise rights and privileges. Eowever, there is
nothing in the record which warrents the Commission to meke a find-
1n3 thet pudblic convenience or necessity recuires the exercise of
the rights and »rivileges granted throughout all of Riverside
County. The order herein will restrict the exercise of the
rights and privileges granted by the fLreanchise to the erea wiich
is within one mile of the city limits of Zlsinore.

The South Coest Gas Compeny hes filed a stipulation
agreeing thet 1%, its successors eand assigns, will never claim

before the Railroad Commissiorn or amy court or other public body

the value for the rishts and privileges granted by sald Ordinances

Nos. 149 end 179 in excess of $245.00, The stipulation filed

is in setisfactory form.

The Commission heving been asxed to enter its oxrder
epproving the sale of the Zlsinore Gas Torks to the South Coast
Gas Company, to muthorize the issue of stock and to declare that
public convenience and necessity requires, and will require, tre
exercise of rights and privileges granted by tkhe ordinances

referred to herein, & public heering having been held before




Exeminer Fankhauser, and the Commission being of the opinior thet
the sele 5: the aforesald propexty should he spproved anéd that the
South Coast Ges Company should be permitied to lssue not exceeding
$73,800.00 par value of its common capitel stock, that the money,
property or lador to be procured or pald for by the issue of the
stock 1s reasonebly recuired dy applicant, and that the expendl-
tures herein suthorized sre not iz whole or in pert reasonebdbly

chergeabdle to operating expense or to income, therefore,
IT IS Z=ER=3Y ORDZRED &s follows:-

Semwel E. Gunder, Lgnes Gunder end Thonmas T.
Porteous may sell to the South Coast Gas
Compeny the gas works anéd distridbuting system

referred ¢o herein as the Elsinore Gas Torks,

for the sum of £93,000.08, such sale to be mede

pursuent to the olfer of the South Coast Gas

Company Tiled in this proceeding as"Exhidit "

and which sale iz Eeredby approved.

South Coast Gas Compary mey issue and sell for
ot less then per £73,800.00 per wvalue of its
comrnon capital stock and use the proceeds ob-
talned from the sale of such stock to pay for
the aforeseid »roperties and expenses incident
t0 the scquisition of such propertlies.

Soutk Coast Geas Coupanmy upon the acguisition of
the properties, known as Elsinore Gas Works, may
charge to its fixed cepitel accounts not exceed-

ing 580,141.01. The difference between sald




$73,800.0C par value of stock and the amount which it
has egreed VO pay foxr the properties of the Elsinore
Gas Works plus the expenses incident thereto must de
charged to Account S08, "liscelleaneous Debits to Pro-
21T and Loss™ or writter off by cherging premium on
capital stock, in tre evenf%%%dpis sold 2t & premiun.
Tithin sixty (60) deys after the acquisition of the
§r0perty horein fererred %0, the South Cozst Gas

- Company shall file with the Rellroad Commission a copy
of the deed or other instrument of conveyance under
which 1v accuires and holds title to said propexties.
The authority herein granted to treamsfer the propexties
and to issue stock, shall became elffective Lifteen (15)
days after the date hercorf.
South Coasy Gaz Company shell keep suck record of the
issue, sale and delivery of the stock hefein\guthorized,
and of the &isposition of the yroceeds as will enadle
it to file, on the 25th dey of each month, a verified
Teport, ac reculired by the Rallroad Commicsion's
Generel Order No. 24, which order, insofaxr as épplica-

ble, is mede & pexrt of this order.

TEE RAILROLD COIDISSION OF THE STATE OF CALIFORNIA

SIREBY CERTIFIZS AND DECLARES, that public convenience and

necessity Tequire the exercise by Thomas T. Porteous, his




successors or assigns, of the rights and privileges granted under
Ordinance No. 179 of the Board of Supervisors of Riverside County,
provided that said rights and yrivileges mey be exercised only

within one mile of the ¢ity limits of Elsinore.

\
DATED at San Francisco, Californie, this j.?‘é/

day of May, 1929.

Commissioners.




